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TPA states that its new proposal "provides the Texas Legislature with an

opportunity to confinn its recognition ofpayphone service as truly competitive, thus

allowing a 50 cent cap to go into operation in April 1997, with regulation below the cap

to occur through the competitive marketplace."

First, this statement defies logic. How can one call a service competitive and then

use that statement to justify a 100 percent rate increase? We could provide this

Commission with numerous newspaper articles, paid advertisements, testimony, and the

like offered by proponents ofHB 2128 in which they crowed about the benefits that

telecommunications competition will bring consumers, including lower prices. Not once

did a legislator stand up and say, "I support HB 2128 because it will increase rates 100

percent!" If the firms in the payphone industry were truly competitive those firms would

not come to the Commission in lockstep asking for the same 100 percent rate increase.

The payphone industry is not competitive for the end user's dollar. It is ridiculous

to think that a consumer can leave the terminal at DFW Airport to find a more

competitively priced payphone. If one provider has the monopoly on payphones at DFW

why wouldn't that provider make the decision to maximize profits and charge the highest

amount allowed under any cap set by the PUC? In economic terms, that is the rational

decision for a firm in a monopoly position. Every airport, arena, ballpark convention

center, etc., in Texas would do the same. This Commission must recognize that whatever

rate it sets as a cap will be the local coin rate on every payphone in Texas. Today only

convenience stores, airports, etc., benefit from the "competition" in the payphone

industry. A rate cap on commissions paid to location providers might result in some real

competitive choice for the end user--a rate increase does not.

An article on the payphone industry and operator service providers which

appeared last year in the Wall Street Journal sums up the situationS:

S "Costly Talk. Why Pay-Phone Calls Can Get So Expensive and Spark Complaints,n Daniel Pearl, The
Wall Street Journal, Tuesday, :May 30, 1995, p. AI.
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When you are selling some ofthe country's most expensive telephone
service, it helps ifcustomers don't care what you charge.

Cynthia Whiting, a marketerfor Oncor Communications, Inc., is pursuing
a Cleveland Laundromat owner named Nick ifhe will choose Oncor as the long
distance carrierfor the Laundromat's pay phone, she promises him $50 up front
plus monthly commission checks. Oncor also will pay the local phone company's
switching charge and give him 20 minutes offree long-distance calls.

In the strange world ofpay phones, Nick is the customer, and the person
doing the dialing is merely an "end user." Like most ofMs. Whiting's customers,
Nick says yes without asking how much the end user will pay.

Second, the TPA is asking the PUC to allow a 50 cent rate to go into effect unless

the Legislature acts by April 1, 1997 and reverses or otherwise modifies that decision.

The Legislature has already sent the message that a 50 cent rate is unacceptable. As the

Commission will recall, a 50 cent local coin rate was provided for in HB 2128 until it was

deleted in an amendment sponsored by Senator Rodney Ellis in the Senate Economic

Development Committee. The Legislature has already told the Commission to use facts,

good judgment and its duty to protect the public interest in setting a local coin cap.

7. TPA's "public service" proposal does Dot justify, nor moderate the impact of,
a rate increase.

The TPA proposal defines certain locations as "public service" locations and

proposes to set a local coin cap of25 cents at payphones in those locations. The TPA

"public service" proposal does little if anything for those Texans with the least ability to

pay for phone service.

The TPA proposal does not include a requirement that phones must be placed at

the defined list ofpublic service locations. Therefore the profit-seeking payphone

provider will have no incentive to provide service at the listed locations, but rather will

provide phones nearby where a higher charge is·permissible. If this Commission is to

endorse a proposal to raise rates on most payphones while maintaining lower rates on a

few payphones, it should at least be assured that many "public service" payphones will be
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available in a variety of locations. No such assurance is given by the TPA proposal and

indeed, we expect that TPA and the LECs would strenuously object to this Commission

attempting to impose any such requirement on the payphone industry.

Texans who rely on payphones as their primary phone are not clustered around

the so-called public service locations defined by TPA. Lower income families live in

non-subsidized housing, they are not restricted in where they work and shop, they use

private as well as public health care, etc. We appreciate TPA's attempt to mitigate the

impact ofa 100 percent rate increase on those customers who can least afford it.

However, TPA's "public service" proposal provides no real public benefit.

Although the comment period is over, we respectfully request the Commission to

consider these comments submitted in reply to other comments filed after the October 19

deadline. Conswners Union requests the opportunity to address the Commission at its

final order meeting on this project ifany other party is given the opportunity to address

the Commission.



PUC staff urges keeping
25..cent cap on pay calls

DALLAS MOANING NEWS .. ' did:m -:' , concluded the same tbinI we .
By Richard A. uppel Jr. The numbers jut clon't support the
AltSlln /IlIrtl/Il of '!be o.uu MorlIIq Newt requelt for aSkat rate.•

AUsnN -:-: The staff of the Tall Laat year. CommiJlioner Robert
Public UtIlity CommJ.U1on, OD Gee said pay phone owners would
Wednesday recommended keepUlI a "bllYe to make a very compe1liq
2S-cent cap on wllat can be charged cae to me. both for cost and tor
for a cOUl·paid local call. public policy reuons.· before he

The recommendatIon came after would consider raisin. the cao.
the state's pay phone owners - who
want to charge up [0 SO cents - filed
papers at the PUC that they say show
they need the ulcrease for financial
reasons. Otherwue. TexIS consum-
en could see tens of thousanda of
the state's more tban 150,000 pay
paones removed. the owners say.

However, the PUC staff said it
disagrees that an increase is war·
ranted. baSing its decision on a
review of data filed with the PUC as
well as tbe 'commisslon's and the
LegISlature's acknowledgement that
universal servlce should be avail
able LV all c1t1%~ns of Texas at rea
sonable rates.'

The 2xent cap would apply to
local calls made with COUlS only,
Local calls made with credit carda
or operator assIStance can still be
much more expensive, The staff also
recommended Imposing a cap on
calls from prison pay phones made
using operator assistance or a credit
card.

The three commissioners Will
debate the maner at their Feb. 7
meeting.

Pay phones ownen said Wednea
day that if the commiSslonen adopt

the staff's reco1l11DendatioDS, lIWly
leas profitable phones will be pulled.

"These will be phones in low·
income areu and pbones in public
service areas,' said Alben Mokry,
president of DalW-bued U.s. Tele
coin Corp., which bas about 2,000
pay phones in Texas. "The very pe0
ple they're trying to protect are the
people going to be the moat harmed
by this:

Mr. Mokry adc1ed that there
haven't been any numbers suOmit
ted to the PUC that disprove the
ownen' need for an increase.

Southwestern Bell, which owns
78,000 Texas pay phones. or about
half the state's total. bas said that
although its overall pay phone buai·
ness is profitable. many individual
phones aren't. Bell officials also say
they need the cap raised now
because they fear they Will continue
to lose long-distance revenue.

Meanwhile. consumer advocates
cheered the staff's recommendation
Wednesday. ·We lenow the PUC staff
spent a lot ot time lookinc at the COlt
infftnftatinn - ...itt JlIft_ Q ..........



ern Bell spokesman. said he knew
of no immediate plans to shut
down pay phones as a result of tht'
commission's decision Wednesda,,:

Dave Madden. a spokesman fo'r
the Texas Payphone Association.
said some phones could be reo
moved. but he did not know where

or when.
Janee Briesemeister. a spokes·

woman for Consumers Union. said
she was glad the commission had
not raised the charge for local
calls. but said she remained con·
cerned.

It is unclear how much juris
diction the commission has over
pay phone companies. she said.
which means that. to determine if
an Increase is merited. the com·
mission might have to rely only on
whatever financial information
the phone Q\\,1\ers want to provide.

Nor. she said. is it clear that the
commission could order compa·
nies to keep certain pay phones
open even if it did grant an in
crease.

new law savs and to consider
whether it should open a rate case.

They were acting Wednesday on
some proposed rules for the pay
phone industry as a result of leg·
islative action last year. The Leg
islature gave the commission lim·
ited regulatory authority over the
industrY because of complaints of
price gOuging on services such as
long-<iistance and credit card calls.

Among other changes. the new
rules woulu force the industry to
register its pay phones with the
commission. making it easier to
crack complaints. The Legislature
left to the commission the question
of whether owners can charge
more for local calls. The industry
had hoped to get a raise under the
new rules.

In Texas there are about 154.000
pay phones. of which about 86.000
are owned by Southwestern Bell
Telephone Inc.. 30.000 by GTE
Southwest Inc. and the rest by in·
dependent companies. They take
in about SISO million a year.

Southwestern Bell told the
commission It removed more than
6.000 pay pttones over the past two
vears because they were uneco·
nomical. The company said it
might remove as many as 30.000
more phones if it were not allowed
to raise rates.

But Eddie Reeves. a Southwest-

F£B 08 8Il
The Public Utility Commission refused Wednes·

day to let pay phone owners charge twice as much 
up to SO cents - for a local call. But three commis
sioners indicated they were willing to study the issue
further.

Pay phone owners now charge 25 cents for local
calls. But the industry says it needs to charge more
to offset greater use of 800 calls and expanded local
calling areas. both of which cut into long·distance
income from pay phones.

Pat Wood. the PUC chairman. said the "burden of
proofhas not been met" by the industry to raise rates.
and Commissioner Judy Walsh agreed. saying. "I
don't think the cost studies that were flIed were per·
suasive."

Commissioner Bob Gee questioned whether a pro
vision of the new federal telecommunications law
might nullify state authority over pay phones and
suggested that the Federal Communications Com·
mission be contacted for an opinion.

The commissioners agreed to find out what the

BY BRUCE HIGHT Al,:STlN AWStlCAN STA7ESAoWI
Amencan-Sultesman Staff

• Commission puts 50-cent calls
on hold, but keeps the line open

Payphone
rate jump
rejected
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By Richard A. Oppel Jr.
AlIItln Bur_ of TIle DaI1II YonIiDI Newa

No
SMALL

CHANGE

The Texas Public Utility Commission could~'
debate the request for an increase as soon as its .
Feb. 7meeting.

However, the PUC staff doesn't think an:' .,~:

increase is warranted, according to a person I >~.;

familiar with the situation..The staff is expected :.'
to stick to an earlier recommendation to keep th~ :
cap at 2S cents when they file comments . .m
Wednesday, in large part because they found no .
convincing financial reason for an increase. .

Anybody can get into the pay phone business "
in Texas, but Bell remains the dominant owner,:~'
operating about half of the estimated more than.~;
150,000 public pay phones in the state. -

The remaining phones are owned by GTE, the,
state's second-largest local phone company;
smaller local-phone monopolies; and private
companies. In all, the industry probably generates
annual revenue of nearly 5200 million in Texas.:t~

The smaller, independent companies - which
range from people running home-based
businesses to Jacksonville-based Cherokee
Communications, with more than 4,000 Texas
phones - say their situation is the most dire.

The independents, with more than 35,000 :! "

T
eD8 pay phone owners say they need to- phones, say the long-distance companies' . ~:;;;
charge up to SO cents for local calls, but aggressive marketing of "dial-around- service his
interviews and documents suggest the been crushing. Dial-around allows callers to, ~~

biggest - Southwestern Bell- may be making bypass the pay phones' operator service."t:!
healthy profits right now, while smaller operators "We have some vendors who are going to go:::-
say they are struUling. . ,. out of business if something's not done: said j • ,

The pay phone owners, who range from David Madden, an official with the Texas '~

mom-and-pop operators to giants Bell and GTE, say Payphone Association, which represents small~~
inflation and declining revenue from ,e,' operators. . ,~
long-distance calls have hurt profits. .'" .•.•. But consumer advocates say state regulators ',:':

Bell may be making as much as a 20 percent should look out for consumers, not subsidize ,"'i:,:f1'
profit margin on its average pay phone, a hither· financially weak businesses. ' .'
rate than the company as a whole, according to· "We don'twant to drive anybody out of .,.
calculations based on documents filed with state business,- said Janee Briesemeister of Conaum
regulators. . . . Union. "But if you set a rate that supports the

The company says it could yank up to 3S ,:' efficient operators, you allow some operators to:
percent of its 78,000 Texas pay phones if regulators make windfall profits and you don't provide the.
don't raise the cap on local-call charges from 25 ,public with the kind of protection they need.- "

'. cents to 50 cents. No other state allows initial SO GTE turns a profit on its Texas pay phon"~;
cent charges, according to a 1995 survey by the company officials say, even though the compali
National Association of Regulatory Utility " regulatory filinp indicate its typical phone~.
Commissioners. ' percent fewer coin calls per month than the .':::-

Bell officials say their pay phone business is average Bell phone. I .
profitable overall but add that some individual GTE officials say Texas is one of their worit'
phones either aren't profitable or don't make states, in part because so many of their pay
enough money to justify their existence. phones are spread across rural areas. Some

'There is no question that the business as a industry experts say GTE's expenses per phone .
whole is somewhat profitable,- said Curtis are probably higher than Bell's because itbu' ,
Hopfinger, a Bell regulatory official. He declined. only one-tenth as many phones and because of itS:
to confirm estimates of Bell's pay phone.p~fits. : more rural territory. ~
The company pulls in more than 5130 million I "It's a really politically sensitive item, and it'~_.r~
annually from its Texas pay phones, according to really a shame it is: said Bob Caffee, product ~:r~.
calculations based on the company's regulatory . "'~~

filings. Acalculation that shows the monthly
revenue from the average Bell pay phone topped
5140 "makes sense," Mr. Hopfinger said.
Please see PAY on Page 10D.

Pay phone owners seek
5Q--cent cap on local calls

....
.. '. "
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manager for public communications for GTE
Telephone Operations, referring to the request to
charge more than 2S cents. Texas "is not a very
profitable state for us," he said, adding that his
company bas already pulled out hundreds of
uneconomic phones.

It's difficult to get a clear picture of pay phone
profitability. Much of the financial data supplied
by the companies to the Texas Public Utility
Commission is incomplete. For example,
documents fail to detail actual profits and 10lleS,
and ignore some sources of revenue.

Consumer advocates say the pay phone owners
have failed to demonstrate that they need an
increase. Moreover, they say, boosting pay phone
rates would hurt many low·income people who
don't have phones at home.

Calculating revenue
Phone booth revenue primarily comes from

coin calla and credit card, c.ollect or other
operator-usisted calls. Although most calls are
coin·paid, the operator.assisted and noncoin calls
bring in more money from a typical call.

Using documents supplied by the phone
companies to state regulators, calculations show
that the average Bell pay phone takes in more
than $140 per month.

Bell's documents show its average pay phone
bas about 377 coin calls per month. earning at .
least 594.25. Coin calls generate about 93 percent
of Bell's local calls, the company's filings say, so
local calls probably generate about $100 per phone
or more, because noncoin calls are more
expensive.

Bell also says in its filings that other calls
generate more than 30 percent of the average".
phone's monthly revenue. That would make the
average more than $140 monthly.

Bell's filings don't say how much of that is '
spent covering expenses. But GTE says it COItI
$113.43 each month to operate its average phone,
inclUding overhead, income taxes, operating
expenses and capital costs.

ItBell's costs are somewhat similar, it could be
making a 20 percent profit margin on its average
pay phone - a higher margin than sac ",
Communications Inc., its San Antonia-baaed
parent, which reported 1995 profit from -':~'

operations of $1.87 billion on revenue of $127
billion. .,;i-;;

Bell's Mr. Hopfinger said the calculation of"
Bell's pay phone revenue "makes sense," though
he couldn't confirm the numbers. He also said the
expenses listed by GTE ""look reasonable," but he
couldn't say how they compare with Bell's. '

All the pay phone owners say their biggest
worry is ~ ~ontinued decline in revenue from

noncoin calls. : ;'1' .

"We had been making enough inlon~
calls to offset our losses in local calling, but miiii
of that luxury has been taken away," Mr. MacI4eii
sai~ ~~

However, during a time when owners saYth!:
industry has suddenly become tougher, the "l1
number of private pay phones bas held steady.m.:
fact, according to records obtained from the",,~

Public Utility Commission, the number of private .
pay phones in Texas rose to 37,428 during the ~'

two-year period of 1993-1994, up from 29,362 in .;~
1992·1993, the most recent year·ta-year figures the;
PUC said it had available. ~.~ ;

Mr. Madden said many failing pay phone ~.t
owners are being replaced by neophytes who :~

don't understand how bad things are. "They dOli
know what tb,ey are getting into: he said. -

Ms. Briesemeister said the independent pay .4
phone operators haven't shown they're less ~j
profitable than Bell. She pointed out that thet
Texas Payphone Association, Bell and GTE each:
filed documents that contend that their cost of .~~
providing an average local call is about 39 to 40.:,
cents, suggesting their economics are similar. 4,
[Those numbers don't account for revenue~.,
long-distance calls, however, so they don't,i{'
measure whether acertain phone is aetualIy··· '.
making a profit or losing money.];:

""w-.

The 1·800 option .
Bell said it may consider charging 2S cenu ~'~'

toll·free 1-800 calls from pay phones it it can't:
rate increase. That's ·something we may have to
evaluate it we can't increase the local" rate cI
Bell's Mr. Hopfinger said. ;.:;::

But help may arrive with the pending" '."'.
telecommunications legislation. The bill, w
Congress may vote on this week, would req '. :.
pay phone owners to be ·fairly compensated "
each and every completed [in..tate) and in" .
call using their pay phone." .~;

The legislation may benefit Bell more thaD.
other pay phone operators. It would set the.
for Bell and the six other ~onal Bell opera ., .
companies to offer long-distance service. AU( .,
have estimated that the Baby Bells could win·3!t·.
percent of the long-distance market in the .
twoyears.~~. .

ItSouthwestern Bell were to grab significlnt
market share, its pay phones - and competinf~
pay phones - would be used often to make : '•.ti.
long-distance calls with Bell's long-distance.·~~;

se"ice, thus reversing, at least in part, the lOit. . .
revenue from dial-around service to other .' ~'i. ..
long-distance carriers.

"Hopefully, we can turn some around at that . : .
;.,.point," said Mr. Hopfinger.~ \!.' .

:...:.... ".
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au's PAY PHONa RaYDIUa I
A typICal Southwestem Bell pay phone brought in
more than 5140 a month last year. The breakdown:

~ SOURCES: Texu Payp/'lOne~:~ lIllt9:i Te, .., Publoc: Utility ': "11lIIIiDn: caleulallON bMed on flilnge
wittI l1'Ie T•••, PUblIC Ullh..., Commlllicln•

• eased on a 1995 survey llY 1M NllionlII AIIociaIion of
egul.'ory Ullhty CommlSllOllel'S.

ANOTHER QUARTER, PLEASE '
, I

Texas regulators are trying to decide whether to allow pay phoMt
owners to boost ttle maximum charge for local coin CIII to 50 ~

cents. If the cap remains at 2S cents, Texas pay phone own8fS !
say their profitability will be hurt and they will be forced to yank
tens of thousands of phones. Here are some facts and figures
about pay phones in Texas and throughout the United States.

WHO OWNS THa PAY
PMO....,
There are estimated to be more
than 150.000 pay phones in
Te..!hat generate abOut $200
miAIon a ye.r in revenue.

1'IIe Oalllls Wornllli "...: CIlns IIIms
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PaYP!2E~~"~on'tpay
People who rely on pay phones- fear of expensive long-distance calls:

would have been hard hit by a pro- the remainder simply couldn't afford a
posal to raise local pay phone calls phone. .

from 25 cents to 50 cents. A new pro- Ironically, the public has not weighed
posal that would raise costs to 35 cents in on the issue. But the utility commis
through 1996 is not any better. sian has received letters from legisla-

The Public UtilitY Commission. which tors questioning the proposed increase
regulates the telephone industry, should in light of stable local and long-distance
view the request by the Texas Payphone calling rates.
Association with the same coolness it The issue that must be addressed. how-
reserved for the earlier proposal. ever: is why the association can afford to

The new proposal eventually would forgo a 5O-a!nt increase in 1996 when rep-
raise calls to SO cents in resentatives earlier said
1997 but would exempt the increase was neces-
pay phones in public Poor people, the sary to offset lost rev
places such as schools. bul'L o'~ nn'U phone enues. The association
libraries. parks and A 'J '-J says an average member
nursing homes and in users, wouldfare loses 14 cents a call with
housing and office no return on the invest-
buildings operated by no better under ment and depreciation.
the government. this proposal than At the heart of the de-

The commission is the earl;- one. bate is how much money
scheduled to rule on the IC" phone companies are
issue on Feb. i. making and whether

Critics have com- thev need the increase to
plained that poor people who rely on offset competition in other areas. To
pay phones for daily calls would be pe- some extent. only industry officials can
nalized by the cost increase. A signifi- truly answer that question.
cant percentage of pay phone revenue Nonetheless. the commission's job is
is generated in low-income communi- to ensure that consumers are protect
ties in which fewer people have constant ed. Poor people. the bulk of pay phone
phone service. users. would fare no better under this

A study by the LBJ School of Public proposal than under the earlier one.
Affairs found that 85 percent of phone- Whether they pay 35 cents now and
less Texans had monthly incomes of 50 cents later or some phones are ex
less than $1,200. Most surveyed said empt. it still adds up to the same thing.
they didn't have a phone because of They're being asked to pay more.
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Pay-phone penalties

It appears
unnecessarily

punitive, however,
to expectpoor

people wh() rely on
pay phones to pay
$1 for two phone

calls.

Pay-phone owners' request to
charge up to 50 cents for a local
call hurts those who are at the bot-

tom of the income pyramid. ' .
Representatiyes of the owners, in

cluding Southwestern Bell, say the com
panies cannot afford to charge 25 cents
for a call that costs them
47 cents. Only pay-phone
owners know the true
costs associated with orr
erating the phones, and

, certainly they have a
right to make a profit.
Research varies on the
effect an increase would
have on poor people.

It appears unneces
. sarily punitive, howev

er, to expect poor people
who rely on pay phones

- to pay $1 for two phone
calls. The big money-, ,
making pay phones --,- by owners' ad
mission - are in lOW-income areas and
near housing projects.

Like rules to regulate check-cashing
businesses and mediate higher-than-av
erage insurance rates in minority and
low-income communities, the pay
phone issue is one of income discrimi
nation and should be treated accord
ingly by the Public Utility Commission.
The state regulatory agency must act

, on the pay-phone owners' request by .'\.
March 19. "
,,A study by the LBJ School of Public

.Affairs found that 85 percent of phone- .,
less Texans had monthly incomes of
less than $1,200. Most surveyed said
they didn't have a phone because of fear

of expensive long-dis
tance calls; the remain
der simply couldn't af-
ford a phone. ' ,',

After being saddled'
with regulations in the
last legislative session,'
including ,a long-dis-,'
tance rate cap llO~ addi
tional regu!ation,pay
phone owners are look- '
ing for concessions from
lawmakers and the
PUC. The agency is
charged with making
the rules to implement

the legislation. .
About 9percent of Texas households

don't have phones, compared with the
national average of 5 percent. The pay- '
phone issue is yet another example of ,
the battle between business and gov- '
ernment over the interests of poor Tex
ans. In the earlier cases, the Legislature
acted to'mediate economic discrimina
tion. The PUC should follow suit with
pay phones. .
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Priceofcallfrom payphonecouldrise to 50 cents for Texans
Phone company
spokesmen say higher
revenues are overdue, but
a lawmaker cans the idea
insensitive to the poor.

8Y CARLOSSANCHEZ
Fon WonhStar-Telreram Auslin Bureau

AUSTIN - Texans could soon be paying
as much as SO cents for local pay phone
service urider a proposal filed yesterday
with state regulators.

The Texas Payphone Association, South
western Bell and GTE Communications
asked the Public Utility Commission to
raise a proposed rate cap to SO cents for local

pay phone calls.
A consumer group said the increase

would give Texas one of the highest pay
phone rates in the country, and a lawmaker
criticized the proposal as insensitive to low
income families.

The proposal is a' response to recom
mendations by the commission's staff that
Texas impose its first rate cap at the current
25 cents.

The three telephone groups say the state's '
154,000 pay telephones are no longer profit
able with 2Xcntcalls.
. If the PUC does not raise the cap to SO
cents. the groupS said, providers may re
move up to 20 percent of the state's pay
phonesto save money.

"Consumers have had the 25-eent call
since 1975,"said David W. Madden, execu
tive director of the Texas Payphone As-

Sociation. "But our costs have gone up dur
ingthat 20-yearspan.ln moSt places, it costs
close to SO cents to process a call, and in
some places it costs as much as 90cents...

The plan filed by the thrce groups yester
day does not mean that all pay phone calls
would automatically increase to 50 cents.
They would rise to whatever levels the mar
ket would bear up to ~O cents. officials from

,(More on PHONES on Page201

.... ' ...
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tbet~reegroupssaid. '
The cap is one of several new

rules being implemented by the
three-member PUC in response to
changes in utility law. Also, for the
first time, pay phone operators
",',51 re3i51er lhe location of each

ol'their phones.
And, for the first time, people

will have to pay 25 cents for dialing
toll-free or "800" numbers that are
not emergencies or that do not ac
cess long-distance carriers" state,
law says. . .

The PUC is expected to consider
these rules in mid- to late Novem
ber.

Traditionally, service providers
have subsidized local calls with
profils from long-distance sen'ice.

But long-distance Competition, in
which customers can choose a car
rier with each phone call, bas re
duced revenues, Madden said.

In addition, Madden said, pea
plein smaller communities who
had 'to pay long-distance charges
for calls to nearby communities
have been successfully petitioning
the PUC during the past two years
to expand local calling service.

In more than 600cases, the PUC
has agreed. shrinking the numbe~

oflong distance-calls made from
pay phones. Maddensaid.

·Sen. Rodney Ellis, D-Houston,
called on the PUC to reject the
industry proposal.

"A pay phone is the only phone
many Texans have," hesaid. '

, Ellis 'and a representative of
Consumers Union said Texas has
one of the largest pboneless popu
lations in the country. Astudy this
year by the LOJ School of Public
.&..ffz.irs determined that 91.5 per-

cent ofTexans have telephone ser
vice, lower than the national aver
ageof93.8 percent.

Lodis Rhodes, a public policy
professor who directed the study,
said that less than 80 percent of
those living in some rural and poor
areas of South and West Texas
have phones.

"The public interest demands
that local coin calls remain afford
able." said Janee Briesemeister of

Consumers U~ion. f!!
Curtis Hopfinger, a district

manager for Southwestern ~lI,
said two other states - Kentucly
and South Carolina - haveJile
caps ofS I, although pay phone ser
vice in tbose states actually 6Os\s
much less. ' ' ''':

'Ten states allow pay p~cle
charges by the minute, anq~x
states a~low a flat charge QtJJ
cents. ,"
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Groups request hike in pay phone ratesa,ROSSRAMSEY
Houston Chronicle AustIn Bureau

AUSTIN - The one-coin public
~hone could go the way of rotary
dialing if Texas regulators go along
with the state's pay phone operators.

In written comments filed thurs
day with the Public Utility Commis
sion, the Texas Payphone
Association, Southwestern Bell Tele
phone Co. and GTE Southwest have
proposed raising the price ceiling on
those cans to 50 cents. Those calls
currently cost 2S cents in most parts
or Texas, although you can stili call
for a dime in scattered outposts,

including Fort Bend County.
The PUC staff has recommended

maintaining the cap at 2S cents, and
has won support for that position
from Consumers Union, an advocacy
group that publishes Consumer Re
ports magazine, and from state Sen.
Rodney Ellis, D-Houston. Ellis
knocked down a proposed taw that
would have allowed pay phone oper
ators to charge 2S cents for every live
minutes caners spend on the phone.
In a letter to the PUC, he said his
purpose "was to ensure that coin
calls' from pay phones did not in-

crease in price."
Both he and Consumers Union are

also asking the commission to clear
up the role so that rates don't jump
to aquarter in areas where calls now
cost a dime.

"Pay telephones are the lifeline for
many lower income Texans," said
Janee Briesemeister with Con
sumers Union. "The public interest
demands that local com cans remain
affordable."

But the phone companies say they
are losing money on many or their

local calls. The average lOCal call
costs about 40 cents, said Curt
HopfInger , a district manager with
Southwestern BeJI. On pay phones in
some IoeatioM, they make extra
money that subsidizes the losses, but
competition, he said, is cutting into
that income, The overall business is
profitable, but some of the locations
are Josing money.

"We are losing subsidies on those
pay phones, mainly because of com
petition in the pay phone industry
and in the long distance industry.- he
said. Southwestern Bell. which bas
about 86,000 pay phones in the state,

See PHONES on PlIge 45A.

Ph itable than others. People ire in
, airports aU the time, for instance,ones but only pt Into the Astnl,dome

once a week. In schools and ~ther

ContInued frOm Page 33A. loc:ations, there miabt be other rea·
. sons to keep rates Tow. The compa-

accounts fornearly70 Jll!rcent of the II)' would go location by loCation,
business In Texas, HOpfinger said. Hopfinger iaid. . .; .

The Texas Payphone Association, ."ODe of the things we want to
which represents many of the make clear is that the 50-eent cap
smaDer operators In the business, . doesn'tmean that the nextdaj'we'a
claims more than baff of the caDs go to 50 cents," he said. ;
made from pay phones don't gener. "We're not out there to stic:k it to
ate any income at an {or the owner the general pubIic," H~ger said.
oflhepbone. Withoutblgberrates to . "Ifs such a competitive environ-

. subsidize some ofthose1osses, VIlli- 'ment out there, we're not going to .
. GUS companies would consider win if we ticlt off the public.ft·

abandoning 10 to 30 percent of their . Thursday was the deadlfne for the
current sites, the association said in . companies to make comments. The
its comments to the PUC. proposed roles will go to the full

Some locations are more prof- three-member PUC later this year.



State telephone industry
wants more coins per call
BY 8Ruc! HIGHT . IX:T 2 a •
Amenean·StaU!S/11an StaffIlATEBM*
"USTI"'~

Got another quarter?
The Texas telephone industry

wants to double the price of a local
pay phone call to 50 cents - the
highest regulated rate in the na·
tion.

In comments submitted to the
Public Utility Commission on
Thursday, indUStrY officials said
the increase was needed because
its pay phones. which take in about
$150 milllon a year. are losing
money.

Southwestern BellTelephone Co.
told the commission that its 25-cent
rate has been in effect since 1979.
when the cost of a Coca-eola from
a vending macl~.inetYPically was
35 cents. The telephone call is still
25 cents, the company said. but the
Coke often costs 60 cents or more.

Figures from the National Ass0
ciation of Regulatory Utility Com
missioners indicate the highest reg
ulated rate in the nation is 35 cents
in several states. but a few states no
longer cap the charge for a local
pay phone call. No figures were
available for deregulated states.

Southwestern Bell. the state's
largest telephone company, GTE
Southwest Inc.. the second larp!st,
and the Tuas Payphone Associa
tion. which represents private
owners of pay phones. proposed
the increase in connection with
new rules extending some reiUla·
t:D1 to privata pay pb.cme Mnk:w.
The lc'slatnre ordered the l!m1t
ell~ after bIIriDI cam
pIamta of GOI'bttant cb.8r'IIlI !or
sudllrlDi as cred1t card. aDd
operataNlltsted cal1s.

The PUC sta1!' ravon klepiDI
tile 2&aIIlt cbarIe. aDd the tbl-.
mmmfmcmen are Gped8d to
""'DR.... the isSUe 1D~,
spoUswoman LesUe lQeDstrand
sUl.

The JDduItrY's propcIE ... at·
tIICDd by Jaet sn.emetsta or
CcmIumers UD1011, a watehdol
IfOUP with a re:i0I:.:l omca 1=1
Austin. '"Pay tItJet hones are the

Ufel1ne for many lower-income
Taans," sb8 said. "The public in·
terest demands that local coin
caUs remain ~ordabIe."

Southwestern Bell saki tbe c0m
mission should contider such
steps as cba.I'ID28 only 25 cents for
pay phone calls 1n pubUc housing
projects to "ensure a favored l'3.te
for the needy tD.ste8d of a subsi
dized rate 1br all. as the present
system requjres."

Also. it said. the industry is
competitive. If pay phone owners
could c:barIe 50 cents, they proba
bly would put out more pay
phones, Southwestern Bell said.
Wh1le a coin call COlts Southwest
ern Bell about 40 cents. the compa
ny said, compet1t1on cOuld force it
to keep the charle less than 50
c:eDts at some pay phones even if
the PUC nUlls the cap.
~ said the fact that

the state's two bigest replated
telephone compan1es M1'8 propos
inI the same Increase as the trade
assoc1at1on representinl the pri.
vate pay phone owners suaested
collus1on, DOt campet1t1on.

South...n Bell bas the most
pay pbanes.with 86,000. Other ~
cal. rqulatecl telephone compa.
n1es have about 30,000, and the
remaintnl38.000 are owned by
private, \UU'IIUlated CQIDPIni.
that ClIDDOt cbarp more than a~
cal telephone cam.pcmy.

Soathwi tan Bell told tbe cam
mi_tm itbIIl'I'mlmld.... tban
6,000 pay pbaaes owrtbepIIt two
yeus becaUle theY wen UDtlCO
nomiC') AI many u 3O,CD) mare
miIb.t be 1&dDged tftbecbar'II for
10cIl CI1lI dais not rise, tbe cam·
pay Slid.

Tbe iDduItrY said that pay
phcmeI ~iq1y an w.tnI
IDCDI)'. TaU rtmII1U8I from. 1aaI
d1staD.ce calls are sbrtDkinI be
cau. f1 tbe mc:r..d UIe allD)
IlUD1bIn ad tbe "'CP""ston of~
cal e:aJ1lnI areas, the industry
SIUd.

The LegiSIaiure provided some
reUeCby idlowini a 25-Qmt charIe
for 800 calls. except to long·dis
tance prov1ders.

But the Tau Payphone Associ·
ation, which represents private
owners of pay phones, saki in its
brWthat its members lose money
on 25-cent local coin calls and
would lose money on some pay
phones even with 5O-cent calls. It
said itbad deta11s it could provide
the comm1ssion on losses. but
only if they were kept confi·
dential.



Lower cap suggested
LLtg3OC:<.WAl.AN~

f9r p~hone calls
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..Local calls could cost 50 cents
By MARY ALICE ROBBINS
110m. Newssem- liT 2 0 •

AU&rIN - The pay-tele
phone industry asked the Public
Utility Commjuion 011 Thursday
to cap the rate for local coin calls
at 50 cents, but Consumers
Union urpd that a 25-cent limit
be set 011 those calls. ,

Janee Briesemeister, senior
policy analyst for the Southwat
Regional Office of Consumers
Union, said Texas bas a very
large percentage of families who
don't have phones in their
homes.

The phone subscriber rate is
about 92 percent in Lubbock, but
is about 85.6 percent in places
such as Harlingen, where there
is a large low-income population,
she said.

"Pay telephones are the life
line for many lower income Tex
ans," Briesemeister said. -rhe
public interest demands that l0
cal coin calla remain affordable."

Briesemeister said the com
mission should not increase -the
pay-phone rates without going
through a complete rate proceed
ing.

"It's a 10o-percent rate in
crease for pay-phone users," she
said. "In fact, for some areas of
the state that have a lQ.cent
rate, that would be a SOO-percent
rate inc:-e:!!e."

According to Briesemeister,
the pay-phone industry original
ly sought a maximum local coin
rate of $1.50 during the legisla
tive session earlier this year.
She said the industry settled on
a 50-eent cap, but the provision

was deleted from the telecom-'
munications -bill by its sponsor,
Sen. Rodney Ellis, D-Houston,
during committee deliberations.

Ellis' bill became effective
Sept. 1, and the utility commis
sion is writing rules to imple
ment the new law.

The PUC staff has recom
mended a 25-cent cap on the l0
cal coin calls, said Leslie
~ellstrand, spokeswoman for
the agency. The three-member
commission could consider the
issue sometime next month, she'!
said.

The Texas Payphone Associa- 
tion and Southwestern Bell tiled .
written comments 'Thursday,
asking commissioners to set the
cap at 50 cents.

Curtis Hoprmger, Southwest
ern Bell's district manager of·
rate administration, said the
new telecommunications law
categorizes pay phones as a com.
petitiveservice...

The law says competitive ser- .
vices have to b8 priced above'
what it costs to provide· the ser···
vice, he said.

WX'wenty-five cents does not
recover the cost to place a local
call," Hopfmger said.

According to Hopfinger, local .
pay-phone calls have been subsi
dized in the past by other rev·
enue-producing services - such
as long-distance calls on pay
phones.

But Southwestern Bell's rev
enue from the long-distance pay
phone service has dropped by an
estimated 30 percent in the past
18 months, he said.



ing ior calls.
In exchange. the industry want·

ed to chlll'lle more for local calls.
but the Legislature len that issue
to the PUC. Lawmakers did say
Ulat UlI; i:ldusrry couid charge 25
cents for an 800 call. except for
those to long-distance providers.
The PUC is preparing rules to inl
plement the legislation and must
o1ct by March 19.

Consumer skepticism
Conswner groups aren't buying

the industry's position that it's los·
ing money on pay phones.

Briesemelster. who specializes
In utility Issues for Consumers
Union. is skeptical about industry
clai/ns that It needs to charge
more. Southwestern BeU's stan·
dard residential and business
rates have not gone up since 1984,
and the company has agreed to
cap its rates for another four years
to free Itselfor limits on its profits.
and that suggests industry costs
have fallen. not risen. she said.

But. Briesemelster said. she
cannot say the owners of pay
phones are lying: "There's no way
for me to know that because (their
Clnancial) information is confiden
tial." she said.

Schmitt. co-owner and sales
manager of Austln Paylones. said
itCosts about S1.500 to lnstall a pay
phone and about S60 a month for
·the telephone line. Commissions
to the. property owner can vary
from 20 percent to 30 percent.
Schmitt and Madden say. Sales
taXes also must be paid.

The industry, Briesemeister
noted. has suggested charging
only a quarter at key sites such as
schools and housing projects. But
that begs a question. she said:
"Who's going to re<\uire anyone to
put a phone in those locations?"

Although Foley. the single
mother on Webberville Road.
could absorb the increase. she
':aid. '" think it stinks:'

long-distance rates
There's a flip side. Madden ac·

knowledged. Some owners of pay
phones have hit customers wIth
outrageous long-distance charges.
such as S7 for a one-minute call.
Moreover. a 1993 survey in Austin
by the PUC found that nearly four
of every 10 privately owned pay
phones denied customers access
to their long·distance company.

Under pressure from the Legis
lature this year. the private pay.
phone Industry made some
concessions and asked for help
tram legislators. The industry
agreed to cap its long·distance
rates at levels about 40 percent be·
low what typically had been
charged. Now. Madden said. the
cost of a long-distance call from a
pay phone cannot be more than
84.20 for the first minute and 29
cents for each additional minute.
(Some are much less. Austin Pav
limes advertises 25 cents a minute
to "anyplace in the U.S.A.")

The industry also accepted addl·
tional regulation by the PUC. Be
ginning In 1996. owners will have
to l-egister the location ofUleir pay
phones with Ule PUC. making it
easier to track complaints, and the
PUC can shut down a pay phone
for violalio,,:s such as overcharg·

Defending the increase
Industrv olTiciClls and com·

fIlPllts Iiled with the PUC by the
Panlhone Association. South·
westem BeU and GTE Southwest
Inc. sav the first Increase In a local
call since 1979. when it was 10
cents, is justified.

Local calls on pay phones have
never paid for themselves, but
were subsidized by profits from
!ong·dislance calls made from pay
"he;nes. Madden said. Local tele
I>hone companies such as South·
western Bell also could subsidize
pay J>hones with earnings from
monthly rates charged to residen
tial and business customers, Mad·
den said.

But a law enacted by the Legis·
lature in 1993 has cut into long-dis·
tance revenues. the industrY says.
The law makes it easier for com
mWlities to ask the PUC to expand
the area in which residents can
make local calls by paying an addi
tional monthly fee orno more than
S3.50. Whpn a petHion is granted.
pay phones have to honor the ex·
panded local calling area. said les
lie KjeUstrand, a spokeswoman
for the PUC.

PUC figures show that 23l! peti·
tions were met! in flSCal year 1994.
248 in fiscal 1995 aud 64 so far for
this flScal year. which began Sept.
1. Although she did not have fig·
ures on how many petitions are
approved, Kjellstrand said the
PUC is "aware that pay phones
are losing some money on this
accowlt."

Southwestern Bell said It has reo
moved more than 6.000 pay
phones during the past two years
and would remove as many as
30.000 more lf it cannot charge
more for local calls.

Many phoneless homes
Texas has more phoneless

households. 523.000. tltan any oth·
er state. About 9 percent of the
state's homes don't have tele·
phones, compared with the na·
tional average of about 5 percent.
according to the U.S. Census Bu,
reau. Horrigan said the large ru·
ral population of the state and
laws in other states that make it
harder to diSCOlmect phones prob
ably explain why.

Census figures show that most
phoneless households are in poor
areas. In some of Austin's poorest
neighborhoods. for example.
about four in 10 homes don't have
phones.

Jack Sclunitt. co-owner of Aus·
tin Payfones. which has 400
phones. said the pay phones that
take in the most money "are usu·
ally in East Austin near a housing
project."

.Ion Loehman. a regulatory oID·
cial wiUl SouUl\vestem BeU Tele
phone Co.. agreed. "You're going
to rUld very few pay phones in ups·
eale rt'sidential at-eas and more of
them in low· income areas." he
said.

There are about \54.000 pay
phones in Texas: Southwestern
Bell owns more Ulan half of them.
Ill; mo

:Vlore than 85 percent had monthly
, incomes of less than SI.200.

Sixty percent said they didn't
have a phone because they were
concerned about running up long·
distance charges. The other 40 per·
cent said they could not afford a
phone.

The survey findings suggest
that raising the charge for a local
pay·phone call to 50 cents would
only "marginally" affect most
poor people without phones. said
John Horrigan. a research asso
ciate who helped conduct the
study. Many of them. he said, use
the home telephones of neighbors
and relatives.

But the Omce of Public UtUity
Counsel. a state agency charged
with representing consumers,
called the proposed increase "anti·
consumer. unreasonabie (and) un·
supported by information." It also
said the increase "would dispro·
portionately affect the poor. those
consumers Who can least likely af·
ford an increase in pay·phone
rates."

Janee Briesemelster ofConsum·
ers Union's southwest regional of
fice In Austin said "pay
telephones' are the llfellne for
many lower·lncome Texans."

Like Consumers Union, the
PUC staff favors keepinR the cur
rent 25-cent charge [or local calls.
III its suggested new pay·phone
rules released Sept. 19. the PUC
staff left intact the CWTent 25-cent
cap on local calls.

-._-&~ ........... '-- ~, '1'11111....11 11'1 ...........

free. The PUC is expected to rule
in late January or early February.

The industry cannot afford to
collect just 25 cents for calls thal
cost 47 cents. or to give away local
calls for 800 numbers and credit
cards. said Dave Madden. execu.
tive director of the Texas Pay.
phone Association. The
association represents 300 private
owners of pay phones.

Foley is mostly resigned to pay.
ing more. "If I had to alford it. I
could." she shrugged. .

The SI a day Foley pays for calls
would easily cover the monthly
price of residential service: which
is 512.85. Foley used to have a
phone. but she said it was re
moved after a brother ran up the
bills making collect calls to her
home.

Foley's concern about out·of.
control phone bills is common
among phoneless. low·income
households. according to a study
released this year by the Lyndon
B. Johnson School of Public Af.
fairs at the University of Texas.
The study was based on a survey
of 172 phone!ess Texans. 70 per·
cent of them from rural areas.

foor people become key issue
in pay-phone rate proposal
BY BAUCE HIGHT HOV c' BI5
Amencan·Statesman Stall

~lrT'~~ ".TO........
The natlon's telecommunications

network does not reach into the
apartment of Anissa Foley. 23. [no
stead. she taps into the network
across the street, outside AI's Food
Store at 3503 Webberville Road.

Every day Foley, a single mother
rearing three children. leaves her
housing authority apartment.
crosses Webberville Road and goes
co one of two pay phones mounted
on metal pedestals outside AI·s.

On a good da~ the weather is cool
and bright and there's no wait. On
a bad day. rain falls and the air is

too hot or too cold. and she waits.
She deposits a quarter into the

pay phone and places her call- to
family, friends. the day-care center
or her employer. a group home that
cares for disabled men. Foley
makes about four such calls a day,
paying for her telecommunications
needs one quarter at a time.

The telephone industry, howev.
er, has asked the Public Utilitv
Commission for permission to
charge up to 50 cents for a local call.
The pay·phone owners. who took
in about 5150 million last year. also
want to charge 25 cents for 800 and



~JJC mulls raising pay-phone
•••••••1....,.a 20.

rates; consumers yelp
By MARY ALICE ROBBINS
Morns News ServIce

AUSTIN - The pay telephone industry asked
the Public Utility Commission on Thursday to cap
the rate for local coin calls at 50 cents. but Con
sumers Union urged that a 25-cent limit be set on
those calls.

lanee Briesemeister. senior policy analyst for
the Southwest Regional Office of Consumers
Union. said Texas has a very large percentage of
·families who don't have phones in their homes.
The phone subscriber rate is 9 1.5 percent in Tex
as. but it's only about 85.6 percent in places like
Harlingen. where there is a large low-income
popullllion. she said.

"Pay telephones an: the lifeline for many low
er income Texans." Briesemeister said. "The
public interest demands that local coin calls re
main affordable,"

Briesemeister said the commission should not
increase the pay phone rates without going
through a complete rate proceeding.

"It's a 100 percent rale increase for pay phone
users." she said. "'n fact. for some areas of the
state that have a IO-cent rate. thai would be a sao
percent rate increase."

According to Briesemeister. the pay phone in
dustry originally sought a maximum local coin
rate of $1.50 during the legislative session earlier

this year. She said the industry settled on a 50
cent cap. but the provision was deleted from the
telecommunications bill by its sponsor. Sen. Rod
ney Ellis. D-Houston. during committee delibera
tions.

Ellis' bill became effective Sept. I. and the
utility commission is writing rules to implement
the new law.

The PUC staff has recommended a 25-cent cap
on the lo,~ul coin calls. said Leslie Kjellstrand.

spokeswoman for the agency. T!1': three-member
commission could consider the issue sometime
next month. she said.

The Texas Payphone Association and South
western Bell filed written commcnls Thursdav.
asking commissioners to set the cap at 50 ccnL~"

Curtis Hopfinger. Southwestern Bell's district
manager of rate administration. said the new tele
communications law categorizes pay phones as a
competitive service. The law says competitive
services have to be priced above what it costs to
provide the service. he said.

According to Hopfinger. local pay phone calls
have been subsidized in the past by other rev
enue-producing services - such as long-distance
calls on pay phones. But Southwestern BeWs rev
enue from the long-distance pay phone service
has dropped by an estimated 30 percent in the
past 18 months. he said.



Texans could find the cost of
calling on local pay phones
costing a bit more under a pro·
posal that's been filed with the
Public Utility Commission.

Two bits more to be exact.
Telephone groups say the

state's 154,000 pay phones Just
aren't making enough profit at
25 cents per call - and they want
to hike that by another two bits.

Bits, you remember, equal
one-eighth of a dollar. That's
where they got that old cheer
"Two bits, four bits. six bits, a
dollar. All for (whatever team)
stand up and holler."

!:all4.<?~euse may get more
• . And they promise that a 50. the most pay phones statewideeXpenSIVe :~~tp:i~:~~:n:~s~:i~p~~:~ :~~ i~= r~n:~~th~o:~~~~

high. In fact, some even said they 6,000 pay phones over the past
two years beeallM they weren't

would consider accepting a rule making enough profit,
that would keep pay phones at If they don't get to hike pay
hOllSing projects at 25 cents. phone prices - that number

"We're not out there to stick it could jump to 30,000 more be-
to the general public." South· callM ofshrinking revenues.
western Bell District Manager If the telephone companies get
Curt Hopfinger said last. week. the price hike, it will hurt con.
"It's such a competitive environ· sumer pocketbooks, If they don't,
ment out there, we're not going to consumers may find themselves
win if we tick off the public," trying to call on a pay phone

Whatever the decision. it will during an emergency, only to find
be put on hold until later this the line has been disconnected.
year. That's when the Public 0 0 0
Utility Commiuioners will de- Steve Roy is the capitol bureau
cide about the new rules that go ch"f for Hartt-HaMB NewBpo-
into place. pers in Austin.

Southwestern Bell - which has

Steve
Ray

CJpiml Comments

Under the proposal by the
Texas Pay phone Association,
Southwestern Bell and GTE
Communications, it may be the
Texas consumer who decides to
holler.

If the proposal is approved, it
could cost 50 cents to use a pay
phone. If it isn't OK'd. phone
companies are threatening to get
rid of up to 20 percent of the
state's pay phones to save money.

Either way, thousands of
Texans could be affected.

Most Texans have phone ser·
vice - 91.5 percent according to a
study by the LBJ School of PuLlic
Affairs. But for many poorer
Texans, pay phones are the only
way they have to make calls for
important appointments. to talk
to friends and get information.

Now 91.5 percent may sound

"like a lot of folks have phones,
But it's below the national
average of 93.8 percent and in
some parts of rural Texas and in
poorer areas of South and West
Texas, less than 80 percent of
Texans have telephones.

"Pay telephones are the lifeline
for many lower· income Texans,"
~aid Janel.' Briesemeister of Con·
~umer's Union. "The public in
terest demands that local coin
calls remain alfordable.·'

Phone companies say they are
~... !osmg money on many of their

. il>cal calls from pay pho/les. They
. say the avera~e local call costs
about 40 cents and busy pay
phones 3re havinll to subsidize
the losses trom those where fewer
calls ar~ mudt'o

Phone companies usually subsi·
dize local calls with profits they
make on lon~-distance service.
:'oiow they say. mcreased competi·
tlon b~' coml=anies providing
;c>ng.distance ien'ice is cutting
Da\" phone profits.



accounts for nearly 70 percent of the
business in TeDS. Hopancer said.

The Tau PaJpbaDe AIIoc:iation.
wbic:b represeatl" IlIaD)' of the
smaller operators in tbe business.
claims more than ball of tbe ca1lI
made from pay pboaea doa't ,ener
ate uy income at aD fer tbe owner
01 the phone. WithouthiIber rates to
subsidize some of thole 1aaa,vari·
ous companies would con.ider
abIncloninC 10 to 30 pen:eat of their
current sites. the IMOCiltioD aid in
itl eommeats to the PUC.

Some locations are more prof-

itable than otben. People are in
airports all the time. for instance.
but only get into the Astrodome
once a ... III sc:bools and other
loeations. there miIbt be other rea·
sons to keep rates low. The compa
ny would to loeaticm by location.
HGPfinIer said.

"One of the thiDp we want to
make clear is that the 5O-cent cap
doesIJ't mean that the next day we'U
10 to 50 eatl," be Slid.

"We're not out there to stick it to
the Ieuera1 pubIlc," B:::: said
"It's such a~ environ
ment out there, we're not JOing to
win if we tick off the pubIic:"

'n1ursdaywu the dudIine for the
c:ompanies to maD caaunents. The
proposed rules wiD go to the fuU
three-member PUC later this year.

crease in price."
Both be and Consumers Union are

also asking the commission to clear
up the n1le so that rates don't jump
to a quarter in areas where calls now
cost a dime.

..Pay telephones are the lifeline for
many lower income Texans," said
Janee Briesemeister with Con
sumers Union. "The public interest
demands that local coin calls remain
affordable."

But the phone companies say they
are losing money on many of their
local calls. The average local call
costs about 40 cents. said Curt
Hopfinger. a district manqer with
Southwestern Bell. On~y phones in
some locaaons. they make· extra
money thatsubsidizes the losses. but
competitioa, he said, is cutting into
that income. The overall business is
profitable. but some of the locations
are losing money.

"We are losing subsidies on those
pay phones, mainly because of com
petition in the pay phone industry
and in the longdistance industry," he
said. Southwestern Bell. which" has
about 86.000 pay phones in the state.

"IIOSSRAllIaY
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HOUSTON CHnO"lLct!
AUSTIN - The one-c:oin pubnc

!!lcaP".~o.tbc.WI1 of rot.arytlialiDi if Texas l'ep1ators go along
with the state's pay phone operators.

In written comments filed thurs
day with the Public Utility Commis
sion, the Texas Payphone
Association. Southwestern BellTele
phone Co. and GTE Southwest have
proposed raiSing the price eeiliDg on
thole calls to 50 cents. Those calls
currently cost 25 cents in most parts
of Texas. althougb you can still call
for a dime in Scattered outposts.

includin& Fort BeDel County.
The PUC staff has recommended

maintaining the cap at 25 cents, and
has won support lor that position
from Consumers Union, an advocacy
group that publisbes Consumer Re
ports magazine. and from state Sen.
Rodney Ellis. D-Houston. Ellis
knocked down a proposed law that
wouJd have allowed pay phone oper
ators to charge 25 cents for every five
minutes calJers spend on the phone.
In a letter to the PUC. he said his
purpose "was to ensure that coin
calls from pay phones did not in-

You may need 2quarters to call someone who
cares



Priceofcallfrom payphonecould
rise to 50 centsforTexans

I'T. WORn4 ,*~'C~"=Ncfiz2 0 •
F,," Won" saa,..Tettsnm AUMlftlurnu

AUSTIN - Texans could soon be paying
as much as 50 cents for local pay phone
service under a proposal filed yesterday
with state regulators.

The Texas Payphone Association. South
western Bell and GTE Communications
asked the Public Utility Commission to
raise a proposed rate cap to 50cents for locaJ
pay phone calls~

A consumer group said the increase
would give Texas one of the highest pay
phone rates in the country. and a lawmaker
criticized the proposal as insensitive to low
income families.

The proposal is a response to recom
mendations by the commission's staff that
TeJlls impose its first rate cap at the current
25 cents.

The three telephone groups say the state's
I 54.000 pay telephones are no longer profit
able with 25-eent calls.

If the PUC does not raise the cap to 50
cents. the groups said. providers may re
move up to 20 percent of the state's pay
phones to save money.

"Consumers have had the 25-eent call
since 1975." said David W. Madden. execu
tive director of the Texas Payphone As-
sociation. "But our costs have gone up dur
ingthat 2D-year span. In most places. it costs
close to 50 cents to process a call. and in
some places it costS as much as 9Ocents."

The plan filed by the three groups yester
day does not mean that all pay phone calls
would automatically increase to 50 cents.
Thev would rise to whatever levels the mar
ket ~ould bear up to 50 cents. officials from

the three groups said.
The cap is one of several new

rules being implemented by the
three-member PUC in response to
changes in utility law. Also. forthe.
first time. pay phone operators
must register the location of each

olthelr phones.
And. for the first time. people

will have to pay 25 cents fordialing
toll-free or "SOO" numbers that are
not emel1encies or that do not ac
cess long-distance carriers. state
law says.

The PUC is expected toeonsider
these rules in mid- to late Novem
ber.

Traditionally. service providers
have subsidized local calls with
profits from long-distance service.

But long-distance competition. in
which customers can choose a car
rier with each phone call. has re
duced revenues. Madden said.

In addition. Madden said. pe0

ple in smaller communities who
had to pay long-distance charges
tor calls to nearby communities
have been successfully petitioning
the PUC during the past two years
to expand local callingservice.

In more than 600 cases. the PUC
h... 1II '!to ........... chrinltina Ih" nllmhf.t'

of lonl distance-eaUs made from
pay pbones, Madden said.

·Sen. Rodney Ellis. D-Houston.
caJIed on the PUC to reject the
ilKlustry proposal.

"A pay pfIone is the only phone
manyTelUllII have." he said.

Ellis and a representative of
Consumers Union said Texas has
one of the Jaraest phoneless popu
lations in the country. A study this
year by the LBJ School of Public
Affairs determined that 91.5 per-

cent ofTClUIDI have telephone ser
vice. lower than the national aver
• of93.8 percent.

Lodis Rhodes. a public policy
professor who directed the study.
said that less than SO percent of

those living in some rural and poor
areas of South and West Texas
havephona.

"The public: interest demands
that local coin calls remain afford
able." said Jance Briesemeister of
Consumers Union. ~'I ~

(unis Hoplinaer. a districl
manager for Southwestern Bell.
said tWO other states - Kentucky
and South Carolina - have Jilc
caps ofS I. although pay phone ser
vice in those states aetuaJly cosJs
much less.

Ten states allow pay pho~c .
charges by the minute. and ,ix
Slates allow a flat charge of. 35
cents.
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AT&T had proposed paying til
city a minimum of $924,000 OVE
three years.

"It makes a statement that con
petition does work," Holmes sail
"It makes a statement that USL
has come a long way in the 10nl
distance industry."

Among other·business, the COUI
cil:

• Accepted a $2.8 million gral
from the Federal AViation Adm!.
istration to help provide noise i
sulation for churches, nursiJ
homes and a library near San A
tonio International Airport.

• Presented to the family of P
lice Officer Michael C. MeInni
who was killed in a traffic act
dent last month while on duty,
certificate recogniZing his conti
bution to the COlpm~ity.

also noted the local connection be
fore casting the unanimous vote
for USLO.

Brenda Cunningham, USLD's hu
man resources director, said it
would give a tremendous morale
boost to employees of the underdog
company "to walk through our own
airport" and see the company's
name on pay phones.

"This is an opportunity to show
our families, our friends what we
can do," she said. .

AT&T representatives were not
available for comment after
Thursday'S vote. '

Under the contract, USLD will
pay the city at least $1.1 million in
commissions over three years, and
more if long distance sales at City
pay telephones exceed $875,000 in a
year.

~1'"

when their company won the con
tract.

Cheering for AT&T on the other
side of the room were about 20
AT&T employees, wearing red
Communications Workers of
America T-shirts. Council mem
bers praised both sides for getting
involved in the public debate.

City f,taff had recommended giv
ing the contract to USLD, in part
because the company will be pay
ing the city nearly $200,000 more
than AT&T proposed.

Mayor Bill Thornton said he sup
ported USLD because of the staff
recommendation, not because
USLO is from San Antonio, but
commented: "I can't tell you how
proUd I am that staff recommenda
tion was for a local company,"

Several other council members

By JO,EL WILLIAMS

EXPRESS-NEWS STAFF WRITER

Council awards S.A. fmn pay phon~ contract
,

San Pedro approved
as the city's sixth
corridor district

The little guy won Thursday in a
batlle between San Antonio-based
U.S.' Long Distance and phone in
dustry giant AT&T.

City Council awarded USLO a
contract to handle long-distance
calls from pay phones on city prop
erty, if the caller does not desig
nate another company.

That means the local company
will: handle calls from 538 coin-op

.. erated telephones at places such as
. the airport, Convention Center and
.~ .Alamodome. It was the first such
" .contract the company has pursued
".with a city.
.. In other business Thursday, the
: council designated San Pedro Av
. enue between Interstate 35 and,
::Ashby Place as the city'S sixth Ur
" ban Corridor District. The desig
'. nation calls for new restrictions on
. billboards, curb cuts and building

.: setbacks in the inner-city zone
. struggling wilh urban decay.
:: .' Regarding the long-distance con
:'tract, Parris "Butch" Holmes Jr.,
'. the chairman and chief executive

." of USLD, said although the three

.; year contract will not bring the
: company huge amounts of money,
" )t~ symbolism is important.
.::' "It continues to further our cred

'ibility in the business communi
Jy," Holmes said.
:: .The company has grown from 12
employees in 1988 to about 1,200 to

,:day, including some 900 working in
:San Antonio. It projects revenues
.of $250 million to $260 million in
,:1996.
; :AT&T was the only other com
':pctilor seeking the city contract.
,AT&T has held the contract with
':the city since 1988, when a federal
;ruling said cities must designate a
·"default carrier" for pay phones on
·..city property and rights of way.

More than 100 USLO employees
~wearing white T-shirts with the
.company logo created a pep-rally
:atmosphere in the City Council
~chamber Thursday and cheered


